State Ethics Commission

One Ashburton Place, Room 619, Boston, MA, 02108
phone: 617-727-0060, fax: 617-723-5851

|||| Commonwealth of Massachusetts

SUFFOLK, ss. COMMISSION ADJUDICATORY
DOCKET NO. 550

IN THE MATTER
OF
ROBERT CATALDO

DISPOSI TION AGREEMENT

ThisDispositionAgreement (* Agreement”) isentered into between the State Ethics Commission (“ Commission”)
and Robert Cataldo (“Cataldo”) pursuant to 85 of the Commission’s Enforcement Procedures. This Agreement
constitutes a consented to final order enforceablein the Superior Court, pursuant to GL. c. 268B, 84()).

OnMarch 27, 1996, the Commission voted to find reasonabl e cause to believe that Cataldo violated G.L. ¢c. 268A,
83(a).

The Commission and Cataldo now agreeto the following findings of fact and conclusions of law:
1. During the period here relevant, Cataldo was a M assachusetts busi ness consultant.

2. In 1991-1992, Abraham Gosman (“ Gosman”) was the controlling shareholder, a member of the board of
directors and chief executive officer of the Mediplex Group, Inc. (“Mediplex™), a company that operates nursing
homesand other medical treatment facilitiesin Massachusettsand elsewhere. Mediplex’sbusinessisregulated by the
Commonwesdlth of Massachusetts, and Mediplex was subject to the acts of the Massachusetts State Legidature
(“Legidature’), a the times here relevant.

3. During the period here relevant, Gosman was also personally involved in real estate development projectsin
Massachusetts. During 1992, Gosman attempted to purchase and renovate the former Sears Building in the Fenway
area of Boston. Gosman planned to convert the Sears Building into a multi-use medical building and rent space to
nearby hospitals. The SearsBuilding project had an estimated cost of morethan $120 million. Gosmanwithdrew from
the Sears Building project inlate 1992 and it was not completed.

4. To completethe SearsBuilding project, Gosman required avariety of favorable actionsfrom federd, stateand
municipal agencies. Gosman needed approvalsand permitsfrom Boston, state and federal agenciesfor issuesrelating
to the environment, regulation of health care facilities, transportation, zoning and taxes. Gosman aso considered
financing the project with bondsissued by the Massachusetts Industrial Finance Agency.

5. During 1991 and 1992, the L egidature considered avariety of billsthat affected Gosman’s businessinterests.
Onacontinuing basis, the L egidature acted on general legidation that affected therates, taxes, worker’scompensation
obligationsandinsurancedigibility of hedth carefacilitiesin the Commonwed th, including but not limitedto Mediplex's
facilities. Inaddition, in 1992, legidation pending beforethe House (“ The RiversBill”) would have regul ated deve opment
near rivers and streams, and would have potentially affected the Sears Building Project. The Rivers Bill was never
enacted.

6. Beginning in 1993, Cataldo was also a member of the board of directors of Mediplex. From time to time,
Cataldo contacted public officids, including Massachusetts legidators, on behalf of his own and Gosman’s business
interests. In 1992, Gosman asked Cataldo to participate in the leasing and permitting for the Sears Building project.
Gosman promised Cataldo some share of the profitsif that project were successful.



7. Charles F. Flaherty, Jr. (“Flaherty”) has served in the House of Representatives (“House”) of the Legidature
from January 1965 to the present. During that time, Flaherty served as the chairman of the Committee on Counties
(1971-1982); chairman of the Committee on Taxation (1983); and Mgjority Leader (1985-1990). In 1991, Flaherty was
elected Speaker of the House and heis currently serving histhird term in that office.

8. Asadate representative and as Speaker, Flaherty participates, by speech and debate, by voting and by other
means, in the process by which laws are enacted in the Commonwedlth. As Speaker, Flaherty presides over the
House, manages and administers the business organization of the House and recommends to the Democratic caucus
for their ratification al magjority party leadership and committee assignments. Thus, as Speaker, Flaherty has and
exercises considerableinfluence and control over the House, both asto legidative and admini strative matters.

9. During the period here relevant, Gosman owned aluxury, top floor, five bedroom condominium in Newport,
Rhode Idand. Gosman from time to time alowed some of his family members, employees and friends to use the
Newport condominium without charge.

10. Inor about April 1991, Catado offered Flaherty use of Gosman’s Newport condominium. In or about April
1991, Catddo informed Gosman that he had invited Flaherty to stay at the Newport condominium.

11. Cataldo and Flaherty werefriendly, but were not close personal friends.

12. There is evidence to indicate that Cataldo provided Flaherty and his persona guests with the use of the
Newport condominium atota of fivetimes, on thefollowing dates:

a April 12-14,1991;

b. July 8-9, 1991;

c. December 8-9, 1991,

d. February 22-23, 1992; and
e. July 17-26, 1992.

13. Neither Gosman nor Cataldo was present when Flaherty used the Newport condominium. The only people
present at the Gosman condominium were Flaherty’s guests.

14. Thevaueof Flaherty’sand hisguests' use of the Gosman Newport condominium was approximately $7,000.
Flaherty did not pay anything for the use of the Gosman condominium.

15. Section 3(a) of GL. c. 268A, the conflict of interest law, prohibits anyone from giving to a state employee,
directly or indirectly, anything of substantial valuefor or because of any officid act performed or to be performed by
him.

16. Massachusetts legidators are state employees.
17. Anything worth $50 or more is of substantia value for GL. c. 268A, 83 purposes?

18. By providing Flaherty with the use of the Newport condominium on five occasionsin 1991 and 1992 valued at
$7,000, while Flaherty had been, was or soon would be in a position as Speaker to take officia actions on matters
affecting hisown and Gosman's businessinterests, Cataldo gave items of substantial valueto Flaherty for or because
of an officia act or acts performed or to be performed by Flaherty. In doing so, Cataldo violated §83(a).?

19. The Commission is aware of no evidence that Flaherty was ever asked to take or took any officia action
concerning any proposed | egidation whichwould affect thefinancia interests of Gosman or Cata do or their businesses
in return for the gratuities as described above.¥ However, even if the gratuities were intended only to foster officia
goodwill and access, they weretill impermissible?

Inview of theforegoing violationsof GL. ¢. 268A, the Commission has determined that the public interest would
best be served by the disposition of thismatter without further enforcement proceedings on the basis of the following
terms and conditions agreed to by Cataldo:



(1) that Cataldo pay to the Commission the total sum of seven thousand five hundred dollars ($7,500) as acivil
penalty for violating GL. c. 268A, §83(a), and

(2) that Cataldo waive all rights to contest the findings of fact, conclusions of law and terms and conditions
containedin thisagreement andin any related administrativeor judicia proceedingsto whichthe Commissionisor

may be a party.
DATE: March 28, 1996

¥ See Commonwealth v. Famigletti, 4 Mass. App. Ct. 584, 587 (1976); EC-COI-93-14.

2 |n determining whether theitems of substantial value have been given for or because of official actsor actswithin one'sofficia responsibility,
it is unnecessary to prove that the gratuities given were generated by some specific identifiable act performed or to be performed. Asthe
Commission explained in Commission Advisory No. 8: Free Passes (issued May 14, 1985):

Even in the absence of any specifically identifiable matter that was, is or soon will be pending before the official, 83 may apply. Thus,
wherethereisno prior social or business relationship between the giver and the recipient, and the recipient isapublic official whoisin
apositionto use[his] authority in amanner which could affect the giver, an inference can be drawn that the giver was seeking the goodwill
of the official because of aperception by the giver that the public officia’sinfluence could benefit the giver. In such acase, the gratuity
isgivenfor hisyet unidentifiable “acts to be performed.”

¥ Asdiscussedinfootnote 2, 83 of GL. . 268A, isviolated even where thereisno evidence of an understanding that the gratuity isbeing given
in exchange for a specific act performed or to be performed. Indeed, any such quid pro quo understanding would raise extremely serious
concerns under the bribery section of the conflict of interest law, GL. c. 268A, 82. Section 2 isnot applicable in this case, however, asthere
was no evidence of such aquid pro quo between Cataldo and Flaherty.

4 Section 3 applies to generalized goodwill-engendering entertainment of legislators by private parties, even where no specific legidationis
discussed. In re Massachusetts Candy and Tobacco Distributors, Inc., 1992 SEC 609 (company representing distributors violates §3 by
providing afree days'souting (abarbecuelunch, golf or tennis, acocktail hour and aclam bakedinner), worth over $100 per person, to over 50
legidators, their staffersand family members, with theintent of enhancing thedistributors’ image with the Legid ature and wherethelegidators
were in a position to benefit the distributors).  This rule of law was clearly stated in Flaherty’s 1990 Disposition Agreement with the
Commission. InreFlaherty, 1991 SEC 498.



